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MR, LOGOTHETI S: Thank you, Ceorge.

Now, let nme turn it over to Board
Menber Steve Laughton for his comments.

MR, LAUGHTON: Thank you, M. Chairnman.

| want to first welcone and thank the
new nenbers of the AG many of whom | had the
pl easure of neeting yesterday. Second, | want
to thank the continuing nenbers with a speci al
thanks to Any McGarrity, who has tirelessly
served as the | AG co-chair over the past four
years. Third, this inportant neeting pronpted
me to re-famliarize nyself with the AG s
objective as reflected in its 2022 charter.

The 1AG s objective is to provide the
board wth the views of investors and their
advocates on the PCAOB s regul atory agenda and
i ncl ude serving as a source of information,
views, and reconmendations on other matters
regardi ng the PCACB s oversight activities.

Wth regard to our regul atory agenda,
our chairman recently announced that we will be

soliciting public coment on certain provisions

Neal R. Gross and Co., Inc.

16

(202) 234-4433 Washington DC www.nealgross.com



o o B~ W DN

10
11
12
13
14
15
16
17
18
19
20
21

22

of QC 1000. And on March 31st, PCAOB requested
comrent regarding the PCAOB' s strategic
priorities. | look forward to hearing the views
of the | AG nenbers today and receiving the | AG s
consensus views on the PCAOB s strategic
priorities before the close of the coment
period on May 15th, 2026.

Thank you, and wel cone.

MR, LOGOTHETI S: Thank you, Steve.

And now, Board Menber Mark Cal abri a.

MR. CALABRI A: Thank you, Jim

| guess since |'mrelatively newto the
board, it's kind of like you're all new board
menbers to ne. At least it's -- we | ook forward
to getting to know all of you. [|I'm sonewhat
rem nded of the quip about everything having
been said, but not everybody having said it, but
|"mgoing to refrain, but I do want to associate
nmyself with what Jim George, and Steve said. |
agree with all of it.

In ny three nonths here, |'ve been

extrenely inpressed with the camaraderie and the
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MR, GREY: Hook them

M5. COPELAND MCGARRI TY:  Sandy, |
you can go next.

Thank you, Steve.

M5. PETERS: Oh, was Jen before ne
You know, | guess | agree with all the conme

t hat have been nade.

| think that -- | think | have nore to

say in the response on the 15th than maybe
t oday, because | need a nonent to collect ny
t hought s.

But, you know, as |I look at this,
me, and we tal ked about this when we talked
about international inspections before, is
there's a vast anmount of information that ov
the past 20 years to contextualize the
I nspection process that doesn't necessarily

exi st, right.

?

nts

to

er

So we -- there's a |lot of tal k about

small firms. There's nothing that really sh
-- you can get it fromthe audit quality --

forget the nanme of the organization, Audit
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Analytics. It's got a different nanme now. You
can sort of sort those by market cap, but to
deci de what are the nost inportant entities.

But there's a vast anount of
information that's sort of needed to context --
contextualize the inportance of the inspection
process. Not -- the report, but the process. |
think that going through what we went through
| ast summer the -- how many reports have done,
what they actually cost, what the percentage of
t he budget is.

The organi zation doesn't have the facts
to support its existence, and the public
narrative about PCAOB board nenbers' sal aries
rules the day, which is ridiculous, right. And
the PCACB has done a great job internationally
of inproving audit quality. So | think there's
a lot of contextual information that's needed,
and | can provide sone of that.

On the report, you know, |'ve got sone
-- you know, sone of the charts are hard to

foll ow because it's |Ii ke we have all the
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nunbers, but not the percentages. | think that
the entirety of the inspection process is

wr apped around a single nunber, which nay or may
not be statistically relevant.

And that's a shanme, right. Because
it's -- there's not enough texture or
contextualization around it. So | think there's
sonething that sort of needs to be done around
that. | don't -- | have -- ny biggest concern
right nowwith respect to the report is there's
a gl obal narrative of noving to inspecting at
the firmlevel as opposed to inspecting at the
engagenent | evel.

You just heard Steve say that he wants
to know because he's investing at the conpany
| evel, right. Investing at the -- that's where
people -- that's where investors own, that's
what they care nost about. W care about the
firm but we don't want to have to sue the firm
right.

So there's a lot of information that,

you know, there's a | ot of good that cones from
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I nspecting at the engagenent level. Not only
deterrence, but understanding the rel evant
risks. But also, Part 2, if you nove to an
audit at the firmlevel Sarbanes-Oxley prevents
you from di scl osi ng what you found.

So you're going to actually nake the
| nspection Report |ess neaningful. And
I nspecting at the firmlevel, to ny mnd, is
nore of a TOD, a test of design for you non-
CPAs, and then a TCE, which is test of
ef fectiveness, right.

So to nme, I -- I'"mthinking about big
picture and the contextualization and this
desire to nove inspections and, you know, the --
al so the conversation about noving from QC 1000
to making it nore |ike | SQVL.

| think sonme people nay have saw ny
post about, like, | just asked ChatGPT to
conpare them and there's a really funny anal ogy
at the bottom about what they -- what really the
difference is. But to ne, that's a big concern

for investors when you hear comrents |ike Steve
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said, wanting to know specifically at the issuer
versus noving inspections to the firmlevel.

So -- and, also, one nore thing. The
PCAOB has such a vast anount of information and
a uni que position because they're really -- the
FRC is the closest, but they're so unique in
that they make the standards, because the FRC
doesn't make them They put -- input them
They make the standards and they inspect and see
how t hey turned out.

| don't ever hear nuch about what they
found in the process to feedback into inproving
the audit standards. So | think there's an
I nportant feedback |oop in doing that. So
sorry, my comrent was kind of |ong.

MR. LOGOTHETI S: Perhaps this is the
right time maybe to -- for nme to junp in.
Because what you're tal king about, Sandra, and
everyone, but you're tal king about nowis at the
heart of what we want to do and we have a -- we,
obvi ousl y, have announced.

There's no question, as CGeorge said,
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t hat when you | ook at this organi zation, at the
heart of the organization is inspection.

M5. PETERS: Yeah.

MR, LOGOTHETIS: Yes, we do ot her
things as well. Al you have to do is | ook at
t he nunber of people that we have in inspections
versus the overall personnel, obviously, related
al so to the budget.

M5. PETERS. They don't know that in
Congress, though.

MR, LOGOTHETIS: Well, exactly. And
there's -- we have -- and that's another topic,
and we're working on it. There's so many things
that the public does not know, and, quite
honestly, we don't even know oursel ves.

And we -- it goes back to, Sandra, what
you said, and this is the way |'m just going to
tell you ny personal view comng into this. |
didn't expect to cone into this. | cane into
this, I'mfully commtted to it. | know | can
make a difference.

But what |'m asking nmy team what |
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talk to ny team about all the tinme, everyone
i nvolved in the organi zation, is, why do we
exi st? Because we cane in and we have to be
realistic that there was discussion, as you all
know, about doing away with this organization.

So when | interviewed with the SEC, |
of course, asked them is this thing, are you
serious about keeping this around? And, of
course, the answer was yes. W want to keep it.

It's going to be here forever, and you need to

do whatever we need to do to regain the
credibility that perhaps is m ssing out there.
Ckay.

And that's nmy focus. That's all |
t hi nk about 24/7. So it gives -- gets us back
to a nunber of things, but let nme just focus on
I nspections. | was with the firm wth EY, for
40 years fromjunior all the way up to senior
partner. Ckay.

And | handl ed sone of the | argest
clients of the firms. M last client was the

Coca- Col a Conpany that involved audits in 150
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countries. | spent half of ny time traveling
t he worl d.

When | think about what we do and what
we do with training and the direction we're
taking wth QC 1000, which we have announced is
a priority where we're going to nmake sone
nodi fications with -- through -- going through
t he proper process, but we're | ooking to make
sonme nodi fications, but continue the effective
date as is. W're not del aying that.

So when | | ook at the inspection
process, the closest | can cone to based on ny
experience, and | can say honestly that deep
down everything that | did wwth the firmfor 40
years, yes, | had titles, yes, | did other
things, but | was focused, | was an auditor.

| was the |l ead audit partner on
engagenents, and | know the audit process really
well. And | |ove doing the audit process, and |
see the inspection process here as one gi ant
audit. So let ne talk about the direction.

The closest that | can cone to from an
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anal ogy that nost unsophisticated people, not
this group, obviously, but nobst unsophisticated
peopl e out there don't understand, is the

anal ogy of the Federal Aviation Adm nistration
and airpl anes.

What we're here to do, the accounting
firms, obviously, and us, our -- in our job as
regul ator, we want to prevent airplane crashes.

W want to prevent audit -- significant audit
failures, any audit failures, but especially
significant audit failures.

Now, when we go back to history, even
the primary reason why this organizati on was
formed and why we're here today is Enron and
Wrl dCom and a few others that foll owed. So
when you do the root cause anal ysis of what
happened wi th Andersen, Andersen was an

incredible firm

| was in the Chicago office. | grew up
there. They were ny other choice. It was EY or
Andersen, and | picked EY. | conpeted agai nst
them | knew many of their partners. They were
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terrific people.

And one coul d argue that what the
governnment did was unjust, inappropriate. Many
peopl e woul d say that, especially with
hi ndsi ght. Well, when we | ook at the, what
happened there, here's what we know.

They had very well-trained people.
They knew the industries well. They were
growng rapidly. Al the good stuff. W know,
of course, about Accenture and the other side,
the consulting side. But the main failure with
Andersen was the fact that their quality control
processes did not work.

More specifically, they had a -- they
al | oned each signing partner to make the final
deci sion on the accounting. They were able to
get permi ssion -- or not perm ssion, but input
fromtechnicians, what we normally call in nost
accounting firnms, professional practice.

These people there are there just to
make sure that, you know, you're applying

accounting properly. And in that particular
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case, the technicians told the partner and the
account exactly what the accounting shoul d be,
and he ignored them That's the prinmary reason
they failed. It was the quality control system

Now, let's talk about an analogy in the
FAA. Wen we get on airplanes, we all assune
that the pilot has been well-trained, or pilots,
they -- the conpany has done the right process
to follow -- to find the right pilots and train
them and that the airplane is naintained
properly, right. There's a maintenance system
t hat works, right.

So we take those things for granted.
Now, let's think about that. W -- nost
ai rplanes that fail, that crash, crash because
of a defect, some nmechani cal defect that
mai nt enance either didn't properly review or
pick up on, or they did pick up on and didn't do
the right thing, okay? The bolts that were
mssing fromthe 9/11 in Chicago so nany years
ago, right? Things like that. So when you

t hi nk about what the airlines do and what the
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FAA does, the FAA does not go out there and

sel ect 30 airplanes or 55 airplanes fromthe
fleet of 1,000 Anerican Airline flights to check
specific flights, to give you a report as you
enter the door to say, this airplane has been --
|'ve inspected it, it's properly, it's got all
the right things for you to fly. They do it at
the entity level. They check the records, the
mai nt enance records, their internal process,
right?

And the accounting firnms, because they
have a notive to make sure they exist. |f they
don't have the right quality, they will be out
of business, and it wll be out of business
sooner. There will be a lot of lawsuits and
things like that. So they have a natural
i ncentive to do the right thing.

Qovi ously, having the PCAOB and the
potential inspection by the PCAOB or the
regul ators overseas, that's an incentive as
well, right? So they do their own extensive

quality control processes, not only on a random
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basis, on an industry basis, on a risk basis,

but al so they thensel ves assess the risk of them
getting inspected by the PCAOB. | was there.
know. And they do it based on the risks that
they have identified. And therefore, when they
get a list of the priorities, the riskier
clients that potentially could be inspected,

they send an arny of people out there to review
their work papers.

And so they do all of this and then we
come along and we randomy, well, not always
random y, but a risk basis, we pick 50 accounts,
55 accounts out of the thousands, okay? So the
i dea that what we're tal king about in terns of
QC 1000, first and forenpbst, QC 1000 has to be
I npl ement ed, okay? And nost of the |arge
accounting firnms have been inplenenting aspects
of this, if not exactly, for years. Now, that's
nunber one.

Nunmber two, for us, we need to have to,
as we call it internally so far, nodernize our

I nspection process. This is our nunber one
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priority here. After getting QC 1000 out, we
are in the process of formng a task force to
reconsi der the inspection process. And the
I nspection process, as was explained earlier,
wi Il continue to be risk-based. But the risk
el ement of it's going to be nmuch, nmuch higher.
And |l et ne go back for a second. Once
we go back and we do the QC 1000, let's say the
quality control inspection of each one of these
firms, right? By definition, we're going to
assess the process they followto do the risk
assessnent. That is a roadmap to figuring out
what are the risky clients that they have
identified, and based on our own input, our own
experience fromhistory, our own experience and
expertise in industries, we're going to say, by
the way -- and this is where our ad val ue cones
in, okay? This is -- the way you assess the
risky clients isn't exactly right. W have
anot her point of view Let's talk about it,
right?

But ultimately, we want to not reduce
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t he nunber of accounts that we ook at. It's
possible that we wll |ook nore -- at nore
files, but if we do it on a risk basis, okay?
W -- and we do it top down, it will give us a
chance to focus on the areas that could cause --
the nost inportant areas that could cause an
audit failure or an airplane crash. So
ultimately, we don't have to |look at the entire
file, but we need to |l ook at the specific risks
that are at the highest |evels.

And there, we need to have our highest
expertise. W' re talking about Al, okay? W're
tal ki ng about cyber. W need to have those
peopl e that address those specific risks, and of
course, industry expertise. |If we're |ooking at
an oil and gas conpany, we have to go in with
oil and gas experts to |look at the specific
risks. Most conpanies don't have 100 percent
ri sks in everything.

Now, what |'mgoing to share with you,
| think it's generally public know edge, so |

don't think I'mgiving anything away. But ny
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| ast client was the Coca-Col a conpany, okay?
The Coca- Col a conpany was, is, as you know, a
gi ant conpany, very profitable and everything
else. If you were to | ook through the financi al
statenents and you're all experts in your area,
you -- | encourage you to do it. | think what
you'll find is that the nost risky area, and
it'"s outlined and disclosed, is the incone tax
provi sion, because they're -- they have
operations around the world, they produce nost
of this stuff for tax purposes in two areas, in
| rel and and Si ngapore, primarily.

And so for nme as the audit partner, the
nmost i nportant thing that | needed to do is | ook
at the tax provision, and | needed to make sure
that | had the nost expert, sophisticated tax
partner in the world that would say to ne, yes,
they did it the right way. The rest of it, they
have very sophisticated people. The EY were --
have been the auditors for 100 years. W know
what the history is, we know what the areas are.

So if the PCAOB was to cone in and
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review the Coca- Col a conpany and they revi ew
their inventory, it would nake no sense. It
woul d nmean nothing. They have to cone in and
review the incone tax provision, right? And the
di scl osures around the inconme tax exposures
which are there. So where am | going with this?

| don't know what the exact answer is, but it
doesn't -- we need to re-challenge everything we
do in light of two or three factors.

One of themis the accounting firns
have poured mllions, if not billions of dollars
into their systens, right? They have -- they
cane -- | was in, you know, in Paris |ast week
for sonething called the International Forum of
| ndependent Audit Regulators, and all the firnms,
the big firns cane, the big six cane in to talk
to us. The way they operate now is each one of
themhas a platform A platformwhere the
audi tor goes in and pushes buttons and is told
exactly what to do in all the, let's call it
conpliance areas. They tell them here's what

you have to do. Go find this receipt, whatever,
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bl ah, bl ah, blah. And they provide them

information to | ook at the nobst inportant

subj ective areas. This is where the chall enge

cones in, right? Because we -- they -- in other

words, if you | ook at an audit, 60, 70, 80, 90

percent of the work is conpliance.

We, you know, we often say to the

auditors to make them feel good, the CPAs that,

hey, you're doing a great job. You're |earning

all this stuff. Yeah, but the truth is, nost of

it is conpliance. Mst of it now has been

automated through Al and other neans. So it's

the rest, 10, 20, 30 percent that's inportant,

that could cause an audit failure, that could

cause an airplane crash, and our process need to

be -- needs to nobdernize -- to be nodernized to

f ocus on those areas.

And | nentioned the Enron exanpl e,

chal l enge you to go back to all of the mjor

audit failures. | think what you wll find is

that it was the firm at the firmlevel, that

the m stakes were made in terns of policies,

Neal R. Gross and Co., Inc.

not

74

(202) 234-4433 Washington DC www.nealgross.com



o o B~ W DN

10
11
12
13
14
15
16
17
18
19
20
21

22

trai ni ng people adequately, not giving themthe
right support, letting themdo the things that
they want to do. So -- and keep it -- keep in
mnd one nore thing. |It's interesting that the
PCAOB, and there's no criticismof anybody, but
the PCAOB put out standards, AS 5, 15 years ago,
whatever it was, telling the firnms that they
have to put in entity |level controls, that
entity level controls were critical, and the
audi tors have been auditing against that. But
interns of, we're now com ng 15 years | ater,
and we're saying now QC 1000 is, in other words,
entity level controls at the firmlevels are
necessary. O course, they're necessary.
They're inportant. They should be in place from
t he begi nni ng.

Sel ecting a partner, the right partner,
li ke selecting the right pilot to fly a specific
nodel airplane, okay? And training them and
providing the right incentives and all the other
things that go with it, is critical. But many

of the -- many of the accounting firnms over the
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years, including, by the way, back to -- think
about Andersen, it was what | explained to you,
and yeah, what was the other big factor? The
audit partners were not naking as nuch noney as
the consulting partners, right? That didn't
have anything to do with any accounti ng or not
testing enough invoices.

So | don't want to overdo this, but
there's a reason we're noving down that path.
| "' m not suggesting that it's going to be
perfect. [It's going to take tine, but we need
to nove in that path, and that would allow us to
| ook at nore accounts as well. [It's just that
we're not going to | ook at everything, soup to
nuts. And we need to train another big part of
what we have to put in places like the pilots.
W need to train and retain the best and
bri ghtest so that they can focus on the specific
ri sks that each one of you have been tal king
about and each one of you have been enphasi zi ng.

Last thing | will say is there is a

di fference between the bigger firnms, the top six
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firms that have invested mllions on these
platforns and Al and the smaller accounting
firms. It's a big issue that needs to be
addressed. |I'mnot so sure that the PCAOB is in
the right place to do it, but the snaller firns
have a tough tine comng up with the investnents
necessary to get to becone bigger. And as you
all know, I'msure you know that al nost 90
percent, at |east 85 percent or nore of the
val ue of the public conpanies in America are
audited by the big four, right?

So when we tal k about focus in the
PCACB, the PCAOB has to focus on the 80 percent,
which is the big four or big six. And then we
need to specialize people in our shop to nmake
sure that they understand broker dealers,
because that's part of our responsibility, that
t hey understand what the dynam cs of snaller
firmse and what their chall enges are, one of
whi ch, as you know, is private equity. The
smaller firms, GI, Gant Thornton, BDO sone of

the ot hers, because they need noney, they're
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going out to private equity. Well, that creates
al | kinds of issues.

At the firmlevel, conpensation,

I nvestnent, priorities, and so on and so forth,
that's an area that we need to be | ooking at.
We, the PCAOB can't prevent a firmfromgetting
I nvestnent noney fromthe private equity. But
what we need to ook is we need to | ook at the
systemof quality control to nake sure that the
al l ocation of earnings and investnent and so on
and so forth is at the right level. Review ng
100 files of Grant Thornton because they're
getting private equity noney is not going to
gi ve us what we're | ooking for.

So | said probably a little bit nore
than you wanted ne to tal k about right now, but
what I'mtrying to kind of sense is the main
points that are com ng out of this discussion
and to connect those because it's critical. As
| said earlier in ny speech at the beginning,
it's critical that we connect it to what we're

doing. And the mgjor thrust of what we're going
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to be doing here in the next few nonths is
redesi gni ng, noderni zi ng, whatever you want to
call the inspection process.

MS5. COPELAND MCGARRI TY: Thank you,
Jim Jen?

M5. SI SSON: Thank you very rnuch, and
t hanks for having nme on the group. dad to be
here. | think, | wanted to sort of frane ny
comrents from like, 1CGN s nenbers are |argely
very big global asset owners and asset managers,
right, who are not all but nmany of them
essentially universal owners. So they're kind
of invested in everything. And even if the,
even if you're -- and perhaps even nore so if
you are a non-U.S. asset owner, you will still
have a huge proportion of your investnents on
behal f of your pension savers as nminly pension
schenes around the world, right, invested here
in the U S.

So there are two things that are
inportant in terns of audit quality, | think.

One is the individual audit on an indivi dual
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happen. [It's happened in the way investnent
managenent works. |t sounds like it's already

happeni ng here. Like, we can't just fall back

to, okay, but | still want the audit partner to
tell nme the answer anynore, or is it -- is that
not it because you still -- the human in the
loop is still the audit partner?

MR LOGOTHETIS: Well, it gets

conpl i cated, obviously, and | don't pretend to
have all the answers. But the first thing that
comes tomnd is -- and I -- we've gone through
this process a little bit. W need to do nore.
We have to ask ourselves the question, how many
of our 500 inspectors have any concentrated or
meani ngf ul know edge of Al ?

MB. SI SSON:  Yep.

MR, LOGOTHETIS: Right? You need to
start there because when you go out and audit
these firns or inspect these firnms that are
using Al extensively and control -- as was
nmentioned, controls are based on Al or perforned

by Al, the person who is doing the inspection
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needs to understand what that neans. So we need
to start there. W need resources. W need to
train existing inspectors on Al, and we have a -
- we just started thinking about it, right? W
need to do a lot nore in terns of training.

And we talked -- you heard the firm
tal k about -- or firns tal k about platforns.
Each one of these firns do nost of their work
now on a global, consistent platform W need
to train our people to understand their
platform \When they go out and visit a specific
-- or inspect a specific firm they need to be
experts in that platform at |east as good as
the auditors thenselves, right, if not better.
And then we need to invest in technology to have
a platformof our own.

How are we -- there's opportunities for
us to be nore effective, perhaps nore efficient
as well in terns of what we do. And the one
thing conmes to mnd is -- and | haven't thought
through this a lot. W haven't tal ked about it

a lot, but we tal k about QC 1000, okay? So QC
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1000, theoretically, you can put it on a
platform You can put it on sone automated
process. You can get the information fromthe
firnms, and you can do a lot of this work in
advance before you go out and you inspect the
firm before you start asking questions, because
the standards are going to be the sane.

The steps that one has to put in place
for QC 1000 is going to be the sane, and chances
are nost of the responses and the steps that the
firmse are going to have in place are going to be
simlar, if not the sanme, right? Just think
about the opportunities you're able to automate
this process, and we were tal king earlier about
best practices, providing value to the
prof ession. Think about best practices, one, as
the regul ator can cone up with as we do these
I nspections in an automated way to say, well,
you know, all of you should be thinking about
this.

So long story short, we're at the

beginning of it. W're thinking about it. W
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need the right resources. W need the right
training. It's a huge opportunity. On the
other hand, it's a big challenge for us because
the reality is the firns are ahead of us at this
point intime. W haven't invested in Al as
much as we need to. This is a big priority for
us.

M5. QAMAR:  Thank you, Jim

Mar k.

MR. CALABRIA: So | appreciated the --
G na's point about the bias and hallucinations,
al though it's also a good rem nder that people
are biased and hallucinate a lot, too. So
ultimately, the real question is, does the Al
hal | uci nate | ess than the people or the bias
than the people? And for instance, you know --
so again, | cone fromnore financial services
world and certainly if you think about consuner
finance, the nove broadly from manual
underwiting to automated underwiting has
unquestionably reduced bias. So that's been a

progr ess.
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things that occurred to ne when | saw this
guestion was, is there a survey necessary in
ternms of thinking through what standards the
PCACB currently has and to bench that or conpare
t hat agai nst are there gaps? Were are those
gaps? O where's the PCAOB ahead of others?
And whet her there m ght be an opportunity to
have this kind of prelimnary conversation with
peers to then think about the next steps? |
don't know what the answer to that is, but it
seens to nme that that would be a good idea

wi thin the context of considering other aspects
of the strategic planning process.

MR, LOGOTHETIS: Yeah. | guess I'l|
respond. First of all, if you -- if -- when we
-- the initial information they put out there in
ternms of a strategic plan and requesting
comrents, there were four priorities -- four key
priorities, right? The first priority for us is
to finalize or let's say, nmake the revisions
t hrough the process for QC 1000 so that we can

begin to think about re-engineering or
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noder ni zing the i nspection process, which is
priority -- not nunber two, inportant, but two,
in terns of the strategy, right?

Nunber three is we tal k about
har noni zati on, to your point, right?
Convergence. So we want to make sure -- because
for exanple, last week when | was in Paris and
the Big Six firns presented there, | guarantee
you, nmaybe they had tal ked about this in
advance, but every one of them put on the I|ist
fragnmentati on of standards. And what they said
IS, we are putting together this global platform
to standardi ze the audit and nake it nore
efficient and effective, inprove audit quality,
but what gets in the way is fragnentation of
standards. Can you pl ease get together, all of
you, as regulators, as accounting bodi es,
audi ting bodi es, whatever, and do sonething
about it?

So | can tell you it's a big priority
for us in the strategy. W're working for the

SEC because the SEC has made sone comrents about
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how t hey want to invest and pursue gl obal
har noni zation. So we're doing that. The survey
that you're suggesting or the approach you're
suggesting woul d make a | ot of sense. W have
sort of started there. One of the first
questions that | asked is: Can you show ne next
to each other where are we different,
specifically as it related to | ASQML and QC
1000? Because obviously that's a big deal. And
we're noving towards that. W were -- we w |
definitely, in our strategic plan and the
budget, put in additional investnents in this
area because it's going to -- it should be
hel pful to the filers, to the registrations, to
the entire process. Utimately, we need to
har noni ze it.

And by the way, as we -- since we
tal ked about inspections earlier and there were
guestions, whether it was China or other places,
the i nspection process outside of the United
States and the related risks. W do nost of

t hose inspections ourselves fromhere. And the
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reason we do themfromhere is because many, if
not all, | would say nmany for now not to get in
troubl e, but many of the regulators around the
worl d don't have the resources to do the

I nspections and the work that we do here. And
so it would be easy to say, okay, well now |'m
going to go to France. There's no reason for us
to go to France. W'IlIl rely on the French
regulator to do the inspections, in theory, but
we're nowhere close to having all of these
regul ators around the world ready to do that.

So if you think about it in ternms of
standards, the goal should be to harnoni ze the
standards as nuch as we can. You know, we are
in a globalized world after all. The inspection
process, it should be -- our goal should be to
wor k together with the other regulators and to
try to rely on one another as nuch as possible
so they won't duplicate the effort. Just think
about the need for -- or sonebody asked the
qguesti on about resources, right? Think about an

I nspection that takes place in a country where
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English is not the spoken | anguage. W need to
enpl oy translators. Wll, there's -- it's a
chal |l enge, finding the right people and doing it
the right way.

So yes, | think directionally we want
to go there. It's a very big priority for us.
And hopefully, at the next neeting or two
neetings fromnow, we wll be able to report
back to you what progress we have made in that
regard.

MR. BIBLE: Yeah. |If | can add one
thing, it was announced by the chairman at the
open neeting that is part of the subsequent
solicitation for cornment on the strategic plan,
we're also going to be issuing a standard
setting agenda consultation. So that will be a
good opportunity for us to put sonething forward
and then the general public to react on where
there m ght be those divergences between the
st andards and where we m ght be able to focus
nmoving forward to bring those together.

MR. LOGOTHETI S: Thank you.
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